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Ve have couuered your a”uuuon ur r.co,gaum of uc-ption
from Yederal“income tax -ndu muc’a 301(#)(7) of tho Internal .
Eavenue Code. )
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The informatioa ouhittcil cates that th'ijcoxpotated uadet
the lan of the State of on Your puxpose are:

(A'.) Yo encovrage apd prmte the aport of. b“tll.. water ouing,
fishing, camping and outdoor living. And to provide suit-
adle facilities for the use of its members including a
houseboat, ski boatr, all saquipment uml or pecessary for
safety, comfort and coovenietce.

%o parZ of the net earnimgs of tha corporation shall inure to the benefit
of any member, trustec or officer...

Your activities, in futherancr of your ataced se, are to own a heuse—
boat and Bayliner boat to de located on Lake » fer the bemefit of
shareholders znd their familiea. The boats were placed in service 1in

as their share of the

th of the yearly sain-
tensnce ‘and a ] per night uee fee to offset the expense. Fach
sharebol.ler 1c sssigned three weeks to use the boat a yesr.

When asked the percentage of time youw shasreholders commingled, you
indicated that dwring the yesar, in March and October, your sharehollers
meet to make decisions regardinmg repairs, use, and saintainiag the house~
bost. Article IV of your By-Lavs stutes, "Sharcholders may not reot, lemd,.
or make available the use oz oyperation of the housebont to sny outside
their immediate family...” You have indicated thar putside of the previows
mentioned meetings you do not glam any socisl or recreaticnal programs.
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Secticn 301(;) of tht'caé; ﬁgncrtﬁt- ;attatnTOrganitagionn Qxcupt from Federal
focowe tax under section 301(a) and raade, in part, 23 follows:

“{7) Clubs orgenised for pleasure, recreation, and other non- e
profitable puctposes, substantially all of the activities of which are

for such pu~poses and w0 part of the net earunings of which Inures to

the benefit of ajy private sharsholdex.”

Section 1.501(c)(7 )1 of the regulations provides, im part, as follows:

(8} The exemption provided by section 501(a) for erganizstions

described in section 501 (c)(7) applies only to clube which a~e

organized and operated exclusively for pleasure, recreatioa, and

other nonprofitadble purposes, but does no: apply to eny cludb if any part
of its net esrmings {vures to the benefit of any private shareholder. In
general, this excaption cxtends to social and recreation clubs which are
supported solely by membership fees, dues, and assessnents. lHowever, a
club othervise entitled to exemption will not be disqualified because it

raises reveiue from members through the use of club facilities or {n
connecticn ¢ith elud cetivicies.”

Revenue Ruling ,0=32, 1970-1 Cumulative Bulletin 132 holds that & fiying club
providing economical flyimg facilities for Sts members but having no organiged

social and recrestioa program doss not qualify for exemption under IRC
S01(e)(7)-

Revenue Ruling 69-220, 1%88%-~1 C.L. 154 holds that » social club that recefv= a
pubatantial portlion of ita locome from the rental of property and uses it for
ipcome to defray operating coats and to laprove and expend its facilities is
vot exempt under gection 501(e)(7) of the ol 1.

Reven e Fuling 5F-589, 1958-2 C.B. 206 scts forth the criteria for determining
whether an organigarios qualifies for exeaption from Federal income tax under
sectica S1{c) {7} of the Code. An orgenization muat estadligh that 1t ig a
club both organized and operated erclusively Zovr pleagsure, recreation aud other
nornvofiteble purposea and that no part of the act carnings inures tc the
benafit of any private sharetolder or imdgvideal. %o weet the first
requirement, there nust be an established wembership of individusle, persounal
contacts and fellowship. A commmity of che wmeedurs muat play a material parc
1n the life of the cvrganizetion.

Your actrivicties ave the waintensnce of o facility, slbeir & housedoai, for
members use. Youn have indicated rhar you have 17ttle organlaed goctal and
recreational prograss, and therefore, are like the organfzacion described (n
Bevenue Kulfng 70-32. PFexthemore, you have not proven that the commingling of
your meabers playe a psterizl part in the sctivitlies of your organizstion.
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l-that, ﬂ'. w- thiit you are similar to & time—shere ojeraciom, uul Lo ﬂot g
teet the m fﬂpit“t of lwm Eultog SC-S”“ B
muwii,v in- the or;aau-tln denciibed in Neveave Killug 69~220, :rm
recatve g utial” pavriion of your fecome frop ssecosmcute to wewbers, to
&d:qr Miﬂl coets apd to hyrng your m.uuy. Accordingly, -yov 46 sot
quaitly fer tedegnitiyw. of ‘exdmpeion frem Fodarsl inecome tax undur soctien

55'1 -)(7) of the &fd&r‘ You are. thoteﬁa'c requisse to f1la Federsl mmu m
rmm : . .

If you agres with thesa coticlusions 0T do net wish to- tu: 4 wzitten pretest,

planse sign’ aﬂ retutn Yoro 6618 in she enclosed n].t—uédnncd cvnveloj
soon as papeiblies

e
If you do nof agreo with thees coﬁcl.uionn, you may, within 27 dayse from the
éacc of this lattér, file in duplicate s ¥rief of the facts, lov, and srgument
that claerly Sutp ferth your pogitica. If you desira an oral dlacusstou of the

issue. plrase imdicale this in your protest. The euclosed Publicaticm 592
gives lnstructions for gi;Lag a pto:e-t. ‘

¢ 70u do not file s protest with cu. office within 30 days of cha date of
thiu report 0z letier, thie proposed doterminatiow v1ll become fimal.

It you hhvc quy furiher questiops, plesee covtact the persor vhose name and
telephone mumber are shuwn atc the beginning of this lettar.
~

Sincerely,

Diecrict Director

Enclooures: .
Publication 892
¥Yorm 6018





